THE IMPACT OF IMPACT FEES IN INDIANA
The Emergence of Community Growth Management in Indiana

evaral northem Indana commaunities

have slacted to establish, or are con-
sigering the establshment of an impact fee
program as provided by State enabling leg-
mlation enacted n 1981 (see PZMN April
1882). Technical plans have been pre-
pared, costs for new municipal infrasine-
ture: have been calculated, new growth pro-
jected and impact fees, to be pakd by devel-
opers, determinad for the propartion of the
infrastruciure costs serving projecied new
growih.

The reaction io the use of impact leas in,
at least, one community has been a “quali-
fied” positve. They have received support
of the real estate development community,
Impact fees. as used by these communi-
fies, demaonstrate how this form of commu-
nity revenue can be used 1o stimulaie
sound land planning and growth manage-
ment consistent with the community com-
prehenshie plan.

In the following parageaphs, & beel de-
scription of expariences of the Town of
Chesterton is provided. A discussion of the
process of anacting impact fees and the
reactions of various interest groups is also
pronvided. A summary of the fee schedule
and the impact ol the lee on the price of 2
typecal home sobd in 1893 concludes this
armiche

Chesterton, Indiana

The town of Chesterion s located on
1-94 gboul mid-way betwean |Bnois and
Michegan. Chesteron is bordered. 1o the
Normh oy he Dunes MNational Lake Shore, i
s connected to the Chicago, llinois ares by
a 45 minule drive or 3 45 minule commute
on the last mber-urban edecinc passenger
train fail hne, Because of these attnbutes,
the Town has been “discoversd as one of
the mosl desrable locations in nonhem
Indiana o kve.

The Town had a 1880 populaton of
9124 which was an increase Trom the 1980
count of 583 parsons. On the average. 87
new homes have been buill in Chesteron
each ol the past three years. Dunng the
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next ten years, population is estimated to
grow betwean 1,384 and 3,100 paople, The
Town can be characterized as an alder rural
Town faced with the prospect of rapid
growth due 1o suburbanization pressures
emerging from the metropolitan Chicago,
northermn Indiana wiban area. Chesleron
containg 6.7 squarne miles o land; of which
56% s undevelopad. The Comprehensive
Plan calls for annexation of 6.3 sguare
miles of land aréa m the fulure.

owned infrastructiure. An advisory commit-
tee recommended levels of service desired
in the future, based on sludy of existing
condstions and needad infrastrecture to ser-
it futiife growth,

The Zone Improvement saction of the
Comprahensive Plan divided the Town into
gewan zones. Prelminary @fgneenng cost
estmates were made for the infrasirecture
nesded to provide recommended bevels of
service mequired in the Town to achiove
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| Table 1
i Projected Growth
| Town of Chesterton, Indiana
1993-2002
ifﬁ“ 1993 1994 1995 | 1996 1997 1988 1999 2000 2001 | 2002 | Total
i,V AT TREE R P i | i
| One | | } | | ! | :
- Res [1] 26 4! 8 4 B 4 4 4 a 5
<Com  qgp o100 of 100 o 0 0 0 o 300
g | F |
Two ! ! |
-Res 0 58 12, 54| 76 58 8 43 1 0| gzmo
*Com 250 250 250, 250| 250 250 250 250 250 250| 2500
Loy ot : |
Three | ' . ' '
“Res 0 0 o o 30 0 o o0 3
- Com b 35 200 a5 o 228 o a5 =200 as| 7S
: |
o " e | |
- Res o o 30 12i «0 8 30 .z o 154
= Com o 0 250 250 250 250 250 P50 2500 250 2000
" . - I |
Five | |
-Reg . o0 0o 2z o 0 1 @ [ ) 3
- Com 0 0 15 o 15 ] g 20 a ol 5o
e TN —r : - . —_— -
- Res o o__ o al 0 0 0 o [} i 0
~Com a7 375 375 375 375 AT A75 a7 75 478 375
: L ; gzl e s
Res o, vA_ 48 74 73 @y 3 B3 35 o ase
Total-

Com 3475 3235 B8535 5725 6525 7725 5375 5025 7A7S 57.25 600.00

“Note: the seventh zone includes ail growth since it encompasses the total Town,
Res= Residential Dwelling Unils
Com= Commercialindustrial floor space in thousands of square feat,

2295 of 215-878-1012. 4 d
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Chestersn s impact fee program began
a5 a8 means o identify the cost lor infra-
structure needed lo accommodate pro-
|ecled mew growlh and 1o provide an adds
hgnal lundeng source for the payment of
Town responsibdties. The Comprehansne
Plan was updated cver a one year period
and ncluded a detailed study of the cument
level of services provided by municipaBy

“budd ol s descnbed i the Comprehen-
sive Plan. Costs were estimated for & ten
yedr period for which impast fees can be
charged in Indiana

Cost for Town supplied indrastructure to
accommoadate the ‘buid out” of the Town
was astimated at $13.9 malson doflars and
551 millon for the ten year mpact fee
panod. The distnbution of these costs, by
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F Table 2

Iinfrastructure Improvement Costs

Town of Chesterton, Indiana

1993-2003
Zone | Water | Sewer | Drai Roads Farks | Total
One. %0 | | s 80, 50/
[ Two| 5264132 t0|  saosag8|  $300.907 80 $971,507)
[ Trwes 50 2 50| 50] o ol
Four| $1297.050 $1,00388) 5350314  $127.596 50| 53,014,328
Five. 50 50 $0, so| 50 0
i Six, 50| 50! 50| s0; %0 80
Seven — | s | | — 1_1.196.002'! 51,186,000
Total| $1451,182] $1,100,965] 5964482 $420803 $1,195,000) $5181,833

zone, tor the impact fee pariod is shown in
Tabie 1.

Teble 2 indicates that the town of Ches-
taron will need 1o fend $5.1 milion of infra-
siruciure expensas during the mexl len
years and an additional 7.5 milkon to ac-
commodate build owt of the lown [ex-
pressed in 1993 dollars) to provide the bev-
als of service recommended in the Compre-
hensive Plan

Based on the historic patbern of income
received by the fown of Chesteron, it was
determined thal hisioric revenue sources
would contribute 32.8 per cent of the funds
necessary for funding the needed infra-
structure. These funding Sowrces include:
1) genersl funds appropriated for capital
axpanditlures by the Town Council, 2) re-
ceipl of slale and federal grants for capital
expenditures, 3) a porion of ‘user fees”
allocated for capital expenddures and 4)
the proporson of motor fuel and wehiche
licenses feas allocated for capital expendi-
wres, Expenaes represent the annual esti-
mated costs for e construetion of infra-
struciure reguired to meet the bewvel of Sar-
vices established in the Comprehensive
Flan. FHevenue is compared 1o expensas o
determme i an cverage of shortiall of rev-
enue is expected. The cumulative differ-
ence is calculated o illusirale the owverall
" ghect for the 1en year penod. ;

As shown in Table 3, this hinancial anal-
y5is demonsirates ine town of Chestlerton
will need o develop addstional funding los
the implemientaison of e capstal improve-
ments as recommended n the Comprehen-
sve Plan. Allermalive approaches o bal
ance the iinancal shortfall include limimng
new residenial and commercialndusinal
developmen in the Town or reducing 1he
leval of serces e Town will upply. Althe
terme of wnting of this anicle the Town adwi-
sory commistes, Planning Commission and
Council are in process of discussing alber-
natives and olher means of conlraling
growth o ensure future fscal stability for
thie Town in the futura.

One af the revenue sources considered
in the analysis is mmpac lees. As indcated
earlier, mmpact lees can provide about 50%
of the funds needad for the capital improve-
manis roled n the Capital Improvements
Plan.
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The Indiana Impact Fes Statute requares
the use of reasonable estimales to produce
a fair and proportionate impact fee. The
"Rational Nexus Test"brought fonward by a
senes of court rulings suggest the Tollowing
criteria for determiring fair and proportion-
atle impact fees:

1. There must be a reasonable connec-
tion between the nead for addibonal tacili-
ties and growih resulting from develop-
mient.

2. Fees charged mus! nol exceed a pro-
porionate share of the cost incurmad.

3. There must be a reasonable connec-
tion between the expendiure of feas col-
lected and the benafils received by the lee
Dayer

Y.Tha Indeana Statue that enables commu-
nilies to impose mmpact fees closely links
the cabculation of the fees io a fresh com-
prehensive plan. The comprahensive
plan’s estimates on population growih and
the howsing units required to meel thil
growth are lungamental to impact iee cak
culations. A planning based methodalogy is
then applied as follows!

estimates of yeary requirements of ney,
housing units and commercial and ingys,
frial Moor space.

These growth and locatien patiems arg
then used by the lown engineer 1o dat.
mir 1hé warious infrastructiine negdes 1
accommodate this new growth, and 1o ).
cukate the costs of these improvemenss
These delerminalions and cos! estimates
ane ihen approved by the community's lm-
pact Fee Advisory Committes, required by
the State Statute and appointed by the
Town Council. This committes also detar-
mines and recommends 1o the Town Coun-
cil the community level of service slandards
o be used for the vanous infrastruciure
types in gach impact zone.

The Indiana Statue that
enables communities to
impose i fees closely
links the calculation of the
fees to a fresh
comprehensive plan. The
comprehensive plan’'s
estimates on population
growth and the housing
units required to meet that
growth are fundamental to
impact fee calculations.
Angther feature of the Indiana Impact
Fee Statule is hat it allows the commundty
ter b divided into a series of impact Zones.
These zones are useful in grouping bo-
gether geographc areas of the community
thiat are contiguous and share common fea-

tures such as transportabon access, in-
ground infrastructure mains, real estate de-

Table 3
Revenue and Capital Expenses Analysis
for the Ten Year Period y
1993-2004
; ; _Town of Chesterton, Indiana

_ Year Revenue Expenses _Difterence | Cumulative
1 $1B8.045 50 $168.045 5188.045
2 T seessry $138,000) 5157527 EM55T2
a T sagaTae $2B44310  ($2577.568)  (52.231,004)
4 ¥ 315871 [32.547,965)
5 = {5307,.023) 52,855, 388)
[ ($1B0.733)  (33,036.661)
7 i (5164458 (33,201,140)
S ©2a2333 (529188161
8 40,8 $151943  (52.766.873)
10 5191,459: | £161 455 (32,575,414}
 Total 52,606,419, §5.181,833| = [ - |

Lising this information, the planning con-
sultant and ihe town engineer transiate
these eslimatas into patlerns of growih and
density on the land-use map. determining

welogment parterns, and land uses. Thasa
zonas are determined jointyy by the plan-
ming consullant, town engineer and the
local plansing commission.
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' the
jaas are then calculated using
m;-H:mnm and estimated ‘mew” USers

,Mmuﬂﬁimﬂfﬂmmmﬂm‘fﬂmiw £

units, units of commercial and in-
ﬁ;{mﬂmﬂ; space, vehicle irip ends, and
population increases lor each impact zone,
as follows:

Drainage: Cost per aore converted to
cost par residential unit or unil of commer-
gakindustrial fioor space. )
Trip end uni multiplied by the trip ganeration
standards for each land use.

Parks and Recraation: Cost per parson
converted 1o cost per residential use using
ncal expenence populaton density figures.,

Waler: Cost per galion unil suppbed 1o
the user multiplied by ihe locally adopted
lewal of service per land use in gallons per
day.

‘énn!m-y Sewer Systems: Cost per gal-
lon wnit muliplied by the locally adopbed
level sendice standard per land wse in gal-
lons per day.

Once the leas are cakculated, they are
adsted for the fallawing:

Nenlocal Revenue: Any funds racaived
1o offset the cost of the improvernants from
any source glher than the local community.
These include faderal and slate granis,
motor wehicle and fuel taxes funds, elc.

Impact Deductions: Gradits represent-
ing amounis af money adiusted to present
value 1o be paid over time by the users
through local taxation in suppor of the spe-
cific mprovements coverad by the impact
=L

Exampies of impact fees calculatad for
the Town of Chestarien are illusiraled
below and in Table 4,

Table 4
____Road and Bridge impact Fees T b
Land Use Single Famll Apartment Commercial/ Industrialf

Zone  DelachedUnlt Unit  1,000Sq.FL _ 1,0005g. Fl.
One $129.69 275 60 2787.20 55589
Twa $108.14 $EE 17 $656 40 £46.60
Three 13 52045 20220 §123
Four 550,12 530 76 Floa 20 521.60 -
Five sB17s s5017 $406.20 535.23

* Park and Recreation Impact Fes per
Mudti-family Dwelling: $582.29

For a general comparison, & appears
that impact fees will yield at least 50% more
revenue than the current policy of nagoti-
ated exachions,

Barbara Miler, Executive Officer of the
Porter Cowndy {(Indiana) Bullders Associa-
fion states thal

“The Porer County Builders Assocalion
supports the concea! of impact fees im-
posed to pay for the infrastructure
mneaded 0 senice new development as
long a5 the fees are developed as st out
ire the indiang Statule and e commin-
tigs collecting those fees insial the infra-
sfructure on a fimely basis.”

in 1893, according to the Home Builders
Association and Town buliding records, 94
new homes weare built in the Town of Ches-
terton. The average sale price of 4 new
hame buill in 1993 5 estmated by the Town
Buildhng Office at between $150,000 and
£175.000. The swsm of &l smpact fees fora
nw home would range between 51,525.00
and 51,625.00 or approximately 1% of the
price of 8 new nome,

According to Joel Camey, President of
thie Town Planning Commission,

“we werp swprised at the conclusion of

fhe planming process and the caiculation

of the cosl of the impac! lees. We
thought the fees wouwld seweraly impact
the price of & fiew home. W wire plaas-

anliy surprised the fees were within a

reasonable cosl range. We are now

more concemed with the tofal cost of
prowviaing infrastruciure to the Town af

Chesterton i the fulure. While we can

assess new growth thedér fair share of the

* Mo impact fees were due for zones sin and seven.

Drainage Impact Feas

= Dranage Impact Fee par Develop:
miant Acre: 51,699.10

+ Dranage impaci Fee per Dwelling
Unit: 5629.30

* Dranage impact Fee per 1.000 Sq
Frof Commercialindusinal Gross
Flogr Arga: 511145

Park and Recreation Impact Fees
= Park and Riecreation impact Fae per
Person: 527728
= Park and Recreation impac Fee per
Single Famsty Dwellng: S853.57
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costs. we s have the difficul job of
Sewkeng lunds to pay the ‘general pubic’
pavhon as well 35 assess curanl res;
denis thewr propavton of the cosfs. it is
reakshc o dvscuss the conclusion thal
Chesteton may be ‘as well off mar to
grow w0 fve future. Our Planming Come
musgron Mas to ake & long look al how
fast amd much growth we wan! and can
affard”

Summary and Conclusions

Trnere are a number of findings and con-
clusions which developed durng the plan-
nING process.

1. Whike all comprehense plans detail
future land usage withen a cormmunity, most
plans do not provaede & prefiminary estsnate
of the costs to provide necessary infrastruc-
ture and assess methods to fund the costs,
This inlormation is necessary to enable a
commanity to bagin analyses of the cesir-
ability of accommodaling or restriciing new
davelopment.

2. There is a need to provide Speciic
informatson on the curment and fullre levels
of services provided by Town infrasineciure.
This analysis keads into a discussion of the
level of services desinad by the commumnity,
e lawed of services whech can be finanoed
by the community and the laval of serices
which will b found acceptable 1o the com-
miunity. bn almost all communitias, the level
of services will be differen and have a
corresponding different cost

3. The planning process bagins 1o ac-
count for the costs of mfrastruciure attribut-
able to new growth as well as that propor-
tion of costs that need to be assessed to he
axisting resdents, For example, when
Chesterion desired & much Mgher level of
traffic flow in the fulure, costs doubled, for
new growth and for exsling residents.
Chesterion decided to reduce the desred
bevel of Service Lo a mone 1|nar-:iall-.- Tespon-
sible level since the likekhood.of funding the
higher lewvel of sarvice was remote.

4, The discussion of the location of future
and the phasing of infrasiruciure construc-
lion o accommodate an “sconamic and
afficiert developmen! process™ of growth
supponed by municipal infrastructure,
leads to establishment of a "growth man-
agement program” within the cormmunity.
The impact fee process is 8 model for the
eslablishmen of a growth managemant
syatem where impact fees is one of several
compangnts of the linancial planning nec-
essary to implement the comprehensive
pran

5. While impact fees are viewed as a
“pereral” soluion lar lunding infrastruciure,
impact fees only address a portion of the
total costs. Funding of the remainder al the
cosls is the responaibility of the Town and
ultimately, residents of the Town, Furher,
impact fees do not provide any funding for
operational costs for the addilional services
which will be reguired by new growth,

6. Exparience gained from the process
of prganizing all the planning siudies, eng:-
naering cost eskhmailes, inancal anakyses
and producing the required three docu-
ments (Comprehensive Plan Uipdase, Zone
improvernent Pilan and Impacl Fee Ondi-
nance and schedule of fees) indicated the
PrOCEss S me Consuming, complex and
difficult to effectively establish: oftentimes
Mo stignuous than par-ime appoented
officials wish to tolerate. This complaxity
may nagate the eflectiveness of this “tool”
by limiting the number of communibies wish-
ing to undesiake the preparation process. J
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